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PROGRESS REPORT 


INTRODUCTION 


At the First Ministers' Conference .on the Economy 
in February 1978, the Prime Minister of Canada and the 
First Ministers of the ten provinces agreed on a set of 
medium term objectives for the Canadian economy, and made 
specific commitments to policies and programs to help in 
the achievement of those objectives. Both the objectives 
and specific commitments were detailed in the Conference 
Communiqué (see Annex). 


In order to provide First Ministers with a basis 
for assessing progress made since February, and for dis- 
cussing future initiatives, this report has been prepared 
by the Government of Canada with input from a number of 
provincial governments. 


The report is descriptive. It states the action 
taken on the February commitments by the Government of Canada 
as well as action undertaken jointly by Canada and the 
provinces. The activities initiated since February are 
described under the following headings: 


A. Initiatives undertaken jointly by the federal 
and provincial governments, which emanate from 
the February commitments, 


B. Government of Canada actions which have been 
taken since February to meet the commitments, 


C. Related Government of Canada initiatives. 


Specific and individual actions undertaken by each 
of the provinces to achieve the stated objectives are not 
itemized in the report. It is anticipated that provinces 
will indicate, at the November First Ministers' Conference, 
the actions they have initiated since February. 


This progress report was prepared in mid-November. 
In a number of areas ministers are currently meeting to 
complete agreements on co-operative efforts and to make 
further progress towards the objectives and commitments. 
Reports on these later efforts and initiatives may be added 
as addenda to this report at the Conference. 


1. MEDIUM-TERM OBJECTIVES 


A. 


Commitment(s) Agreed to in February by First Ministers 


It was agreed that the basic and clear objectives of 
economic policy should be a sustained growth of output 
and employment, a reduction of unemployment and a 
reduction in the rate of inflation. 


The governments agreed that the expansion of jobs should 
come to the largest extent possible from business invest- 
ment in the private sector, the development of new 
sources of energy, and from a more rapid growth of 
exports than imports. The increased level of investment 
necessary to be largely financed from abundant Canadian 
savings. 


Progress in the restoration of price stability is 
critically important. 


Governments recognized that action is required now to 
speed up the economic recovery which has now begun. In 
this context, setting out medium-term projections and 
targets for the Canadian economy is desirable and useful. 


Actions Taken to Implement the Commitment(s) 


1. Joint Federal-Provincial Actions 


The medium-term strategy for the Canadian economy was 
discussed at a federal-provincial meeting of Deputy 
Ministers of Finance on June 13 and 14 in Regina. It 
was further discussed at meetings of Finance Ministers 
in Winnipeg on July 6 and in Ottawa on November 2. 


At the initial meeting of each of Industry, Trade and 
Commerce's industry sector task forces, a presentation 
based on the paper "Canada's Economy-Medium-Term 
Projections and Targets" was made, and a general 
discussion of the best means of achieving the targets 
was held. This paper was also discussed with other 
business groups and with certain academics. Comments 
were received from labour. 


Three technical papers have been prepared in the 
Department of Finance to provide background for the 
further development and refinement of the medium- 
term outlook and objectives: "Canada's Recent 
Inflation Experience", "The Effects of Higher Energy 
Prices on Long Run Growth", and "The Service Account 
of the Balance of Payments". Drafts of these papers 
were discussed at a sub-committee meeting of provin- 
cial finance officials, and the papers were tabled 
at the Federal-Provincial Finance Ministers' Conference 
in November. . 


Federal Government Actions 


The general demand management approach taken in the 

April and November federal budgets is noted under Section 
2, Demand Management Policies. The form of the demand 
stimulus provided in these budgets reflected the 

second of the objectives listed above. The stimulus 

was to provide sector jobs, and included particular 
stimulus to private investment and to the energy sector. 


2. DEMAND MANAGEMENT POLICIES 


A. Commitment(s) Agreed to in February by First Ministers 


The general instruments of monetary and fiscal policy 
should be used to encourage the growth of demand which 
would bring the desired growth of output and employment 
at declining rates of inflation. 


The monetary policy being pursued by the Bank of Canada 
is consistent with this objective. First Ministers 
agreed that the Governor of the Bank of Canada should 
review the objectives of monetary policy with the Confer- 
ence of Finance Ministers on an annual basis. 


The trend of government expenditure growth should be 
held, on average, to less than the trend growth in the 
value of the Gross National Product (G.N.P.) or 
provincial gross product. In this context, however, it 
was agreed that capital expenditures of a revenue 
producing nature were important to economic growth and 
development. 


Current large deficits limit the ability of governments 
to provide further economic stimulus through either 
increased spending or tax reductions. But these deficits 
should be reduced quickly as the desired rate of recovery 
is achieved. 


B. Actions Taken to Implement the Commitment (s) 
1. Joint Federal-Provincial Actions 


The post-budget fiscal positions of the federal and 
provincial governments were analyzed at the Federal- 
Provincial Finance Ministers' meeting of July 6 and 
early November. 


At the November meeting in particular, Federal and 
Provincial Finance Ministers reviewed the economic 
and fiscal outlook for the short and medium-term and 
explored what policy actions could be implemented to 
meet the above commitments. Provinces were also 
given details of federal plans to reduce federal 
expenditure growth. The Governor of the Bank of 
Canada reviewed the current stance of monetary policy 
at the November meeting. 


Federal Actions 


The federal budgets of April 10 and November 16 have 
been designed to be consistent with the commitment 

to use fiscal policy to encourage growth of demand 
appropriate to achieving desired growth of output and 
employment at declining rates of inflation. 


The November 16th Budget proposals provide moderate 
stimulus in a form which should contribute directly 
to easing cost pressures, and will also help to 
relieve pressures for large increases in money incomes. 
In addition, the budget proposes important tax structure 
changes, some of which will stimulate investment 
generally, and investment in transportation, mining, 
pulp and paper, R&D, and in the slower growth regions 
in particular. The budget measures will reduce revenues 
by $1.4 billion in 1979-80. Federal financial require- 
ments are expected to be $1, 350 million lower in 1979-80 
than in 1978-79. The financial requirements excluding 
special factors relating to Canada Savings Bond interest, 
and the deficit on the National Accounts basis would 
increase slightly in dollar terms but decline as a 
percentage of GNP. The principal budget measures are 
as follows: 2 
1) federal sales tax reduction: The federal sales 
tax [Ss cut (from U2)to1.o) per cent, etfective 
immediately, with tax savings of $1 billion in 
a full year. Manufacturers and importers are 
expected to pass this through to consumers in 
the form of lower prices. 


ii) personal _ income tax change: the maximum employment 


expense allowance is increased from $250 to $500, at 
a saving (in federal and provincial income tax) to 
taxpayers in receipt of wage and salary income of 
$315 million. This reduction comes on top of the 
much larger reduction arising from indexing. 


iii) commodity tax changes: Special excise taxes on 


marine engines, private aircraft and motorcycles 

are not having an important effect on energy 
conservation and thus are being dropped. The special 
excise tax on gasoline of 7 cents a gallon is 
extended to non-commercial aviation fuel. 


Solar-powered water heaters are exempted from sales 
tax, and the exemption for insulation materials is 
being restricted to those with genuine insulating 
properties. 


The air transportation tax, earmarked for financing 
air transport services, will be increased after March 
S179 78). 


iv.) unemployment insurance: Unemployment insurance premiums 
in 1979 will be cut - a total $300 million saving for 


workers and employers. For employees, the weekly rate 
will be reduced from $1.50 to $1.35 per $100 of 
insurable earnings; the employer rate will decline from 
2 wlLO GO pL. 89. 


V) sectoral and regional incentives: The investment 
tax credit, which supports industrial expansion and 
modernization, will be extended indefinitely beyond 
its scheduled expiry date of June 30, 1978. 


The basic rate of tax credit will be raised from 5 
to 7 per cent, with larger increases in designated 
areas of slower growth: to 10 per cent in most 
DREE-designated areas and to 20 per cent in the 
Atlantic provinces and the Gaspé. 


The basic 7 per cent tax credit is being extended 

to investment in equipment for rail, air, water and 
long-haul road transport. This reflects the emphasis 
given to transportation at the First Ministers' 
Conference. 


Extension and improvement to the investment tax credit 
will mean benefits of about $500 million in the first 
full year of application. 


vi) resource taxation: In mining, the write-off for 
development expenditures is being raised from 30 to 100 
per cent, and townsites and social assets reguired for 
new mines will qualify to earn depletion. 


The incentive for oil and gas drilling funds will be 
extended to December 31, 1981, from its scheduled 
expiry date on June 30, 1979. 


Provision for fast write-off of outlays for pollution 
control equipment, due to expire at the end of 1979, 
will be extended indefinitely. This will particularly 
benefit the mining and pulp and paper industries. 


vii) research and development: The basic rate of 
credit for R&D will be raised to 10 per cent, 
with a 20 per cent rate applicable in the 
Atlantic provinces and the Gaspé region. 


A special R&D taxcredit of 25 per cent will apply for 
small business corporations in all partsof Canada. 


.These R&D incentives are in addition to substantial 
new measures announced earlier this year, and reflect 
a broad concern of the industry Task Forces. 


Growth of Total Outlays of the federal government is — 
being held to 9.5% in 1978-79. The announced ceiling 
for 1979-80 represents an 8.9% increase over the 1978- 
79 ceiling. (The major expenditure reductions announced 
in August and September were required in order to 
achieve the 1979-80 target.) Federal expenditure growth 
is thus being held to significantly less than the trend 
growth of G.N.P. 


PRICES AND INCOME POLICIES 


I 


Post-Control Monitoring 


A. Commitment(s) Agreed to in February by First Ministers 


The achievement of the medium-term economic objectives is 
dependent upon sustained reduction in the rate of infla- 
tion of prices and cos«s. In the post-controls era, the 
common sense and realism of all Canadians must be relied 
upon to avoid any renewed outburst of inflationary 
pressures. In this regard, effective consultations 
between governments and the private sector would be 
crucial in lowering the rate of inflation to the target 
level of 3 1/2% by 1981. 


It was agreed that the Economic Council of Canada in 
addition to its present statutory functions be requested, 
if feasible, to assume the responsibility for analyzing 
price and cost developments for a limited post-control 
period. Its function would be to inform the public and 
draw public attention to cost or price developments which 
appear to threaten the national economic objectives. It 
would also have a research and educational role in the 
improvement of productivity. 


Actions Taken to Implement the Commitment (s) 
1. Joint Federal-Provincial Actions 
The Economic Council of Canada agreed to take on a 


post-control analysis, public information and monitor- 
ing role, and has established the Centre for Study of 


Inflation and Productivity (CS2P) .\ The formation io£& (tthis 


new agency reflects the views prevailing at the 
February First Ministers' meeting. CSIP has already 
issued its first quarterly report and has commenced 
its monitoring activities. 


A report on these activities will be available - 


at the November First Ministers' Conference on 
the economy. pia. 


Et 


The Executive Director of CSIP briefed senior 
provincial finance officials on its nature and role 
at the federal-provincial meeting of Deputy Ministers 
of Finance on June 13 and 14. A further report 
including discussion of wage and price movements 
subsequent to April 1978, was also presented to 
meetings of Deputies and Ministers of Finance in 
November. 


Federal Action 


The federal government requested the Anti-Inflation 
Board to study profits in the food industry. The. 
A.I.B.'s report, "A Study of Profit Margins in the 
Food Industry", was published in October, and noted 
at the Federal-Provincial Finance Ministers’ 
Conference in November. 


Public Sector Comnensation 


Commitment Requiring Follow-up 


The level of total compensation paid to public employees 
should not lead the private sector. It was agreed to 
establish a mechanism for the exchange of compensation 
information among governments and to continue consult- 
ations on practices in this important area. 


Joint Federal-Provincial Actions 


A federal-provincial meeting was held in Ottawa at the 
senior officials level on November 17. The agenda 
included recent and contemplated legislation, experience 
and direction in collective bargaining and mechanisms for 
regular exchange of labour data. Because some provinces 
expressed reservations with respect to formal exchange 
of data on a written basis, it was decided to form a 
technical committee to study the content and format of 
such an exchange. This committee should meet prior to 
and report to the next meeting of senior officials to 

be held in March 1979 in Toronto. 


Federal Actions 


Treasury Board officials have had discussions with 
and transmitted information on a regular basis to 
British Columbia, Quebec and Ontario. 


A bill amending the Public Service Staff Relations 
Act has been re-introduced. This Bill will establish 
a framework by which Public Service rates of pay, 
fringe benefits and conditions of employment can be 
compared to those outside the government and the 
collection of such date can be facilitated. 


4. BUSINESS ENVIRONMENT 
(Government Regulations) 


A. Commitment(s) Agreed to in February by First Ministers 


The burden of government regulation on the private 
sector should be reduced and the burden of overlapping 
federal and provincial jurisdictions should be 
eliminated. Procedures will be instituted to review 
the effects of regulatory action on jobs and costs. 
First Ministers agreed that the whole matter of 
economic regulation at all levels of government should 
be referred to the Economic Council for recommendations 
for action, in consultation with the provinces and the 
private sector. 


B. Actions Taken to Implement the Commitment(s) 
1. Joint Federal-Provincial Actions 


A task force of federal and provincial officials was 
established to follow up on the First Ministers' decision 
on this matter. Terms of reference for the proposed 
reference to the Economic Council were drafted, 
circulated and discussed with each government by the 
federal representative and were approved by most 
governments at a meeting of the task force in Ottawa 
on June 28, 1978. Subsequently, these agreed terms 
of reference were incorporated into a July 12, 1978 
letter from the Prime Minister to the Chairman of 
the Economic Council, which asked the Council to 
undertake a series of studies and provide concrete 
recommendations on regulation in Canada. 


Given the interest expressed by most governments, 

the federal-provincial task force was transformed into 
a Consultative Committee to continue liaison between 
the eleven governments and the Council on the 
regulation reference, to facilitate information 
exchanges between governments on current and planned 


regulatory review activities, and to co-ordinate 

and prepare material on regulation for First 
Ministers' discussion. The Committee met in 

Ottawa on September 13, 1978 to review with the 
Economic Council staff a research agenda for the 
regulation reference that had been circulated widely 
at the end of July, and to discuss ongoing and 
planned regulatory reform activities with the 
various governments. 


rederal Actions 


As noted above, the federal government, in 
collaboration with the other ten governments, 
oversaw the development of terms of reference for 
the Economic Council study called for by First 
Ministers. Additional financial resources which 
the Council needed to carry out the reference were 
provided by Treasury Board. 


The Economic Council is now mounting its study. 

Two versions of a proposed research agenda were 
circulated widely (federal and provincial government 
departments, business, labour, consumers and 
universities) for comments and suggestions. 


Formal and informal meetings have also been under- 
taken by the Council staff with interested groups 
with a view to finalizing research plans. An 
outline of the research intentions of the Council, 
together with a description of the consultative 
process, an overview of the issues, and a listing 

of current and planned federal and provincial 
government regulatory review activities, will be 
submitted in a preliminary report to First Ministers 
from the Chairman of the Economic Council. 


C. Other Related Actions 
1. Federal Actions 


As Part V of the forthcoming preliminary report of 
the Chairman of the Economic Council to First 
Ministers on the regulation reference will make 
clear, most major federal regulatory departments 
have underway projects or studies on regulatory 
reform. These activities range from preparing 
layman's versions of acts and regulations 
administered by the Department of Agriculture, 

to simplifying the incorporation process under 
the Canada Business Corporations Act, to amend- 
ing the Bank Act, to reviewing food and drug 
regulations with a view to eliminating redundant, 
obsolete or inconsistent requirements, to 
establishing a special Office of the Paperburden 
and imposing a mandatory socio-economic impact 
analysis on all requests for new major proposed 
health, safety, and fairness (HSF) regulations. 


5. RESOURCE TAXATION 


A. Commitment(s) Agreed to in February by First Ministers 


Finance and Resource Ministers will undertake an early 
review of the taxation of the petroleum and mineral 
industries. 


B. Actions Taken to Implement the Commitments 


1. Joint Federal-Provincial Actions 


A report entitled "Federal-Provincial Resource Taxa- 
tion Review" was prepared by federal and provincial 
officials and referred to Finance and Resource 
Ministers for their consideration. The Report 
devotes more attention to minerals than to petroleum 
Since it was considered that the minerals area is 
where the major economic difficulties lie. 


In brief, the Report outlines the economic conditions 
in the industry, reviews the federal and provincial 
resource taxation systems, discusses the matter of 
the level of tax in the industry, and provides infor- 
mation on the division of revenues from the industry 
between the federal and provincial governments. On 
the basis of this background analysis, the Report 
goes on to identify seven major objectives which 
should guide resource taxation policy in the future. 
Finally, it makes some recommendations as to how 
governments might work towards achieving those objec- 
tives. 


Federal and Provincial Finance and Resource Ministers 
met on November 3, 1978 to consider this Report, and 
generally endorsed the tax policy objectives and 
recommendations outlined in it. Finance Ministers 
further agreed to take the Report into account in 
deliberations relating to upcoming budgets, and not 

to take action to deprive the industry of the benefits 
of any relieving tax action of other governments. 


While the Report reflects an important consensus 
among federal and provincial ministers, this does not 
imply complete unanimity on all points and First 
Ministers will be asked to review the Report and 
consider whether it should be made public. 
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2. Federal Actions 


In the April 10, 1978 federal budget, additional tax 
incentives were introduced to stimulate production 

of both conventional and non-conventional sources of 
energy. Equipment used in an enhanced recovery system 
in an oil field became eligible to earn a depletion 
allowance of $1 for each $2 expenditure. It was also 
provided that depletion earned by the above expenditures, 
and depletion earned by investments in oil sands mining 
projects, be deducted at a rate of 50% of income, rather 
than at the normal rate of 25% of resource profits. In 
the November 16th budget, the following incentives were 
also provided in order to encourage further investment 
in exploration and development. 


a) The provision to permit the immediate deduction 
of exploration and development by individuals 
and non-principal business corporations was 
extended to December 31, 1981. 


b) The costs of recompleting oil and gas wells 
will be included in the definition of Canadian 
Development expense and will be eligible to 
earn depletion. 


In the federal budget of November 16, 1978, additional 
tax incentives were also provided to new mining vent- 
ures. These were: ; 


a) The capital cost of town site facilities for 
new mines will now be eligible to earn depletion. 


b) The development costs for new mines may now be 
written off at a 100% rate, rather than at the 
previous rate of 303%. 


c) Substantial increases in the rates of the 
investment tax credit and its extension beyond 
June 1980 will be important to the mining 
industry since most mining investments would 
qualify for the higher rates (10%, 20%) 
applicable to DREE designated regions. 


ad) The provision to make the fast write-off of 
pollution abatement equipment permanent will 
also be beneficial to the resource industries. 


6. ENERGY 


2 Commitment (s) Agreed to in February by First Ministers 


First Ministers strongly affirmed the importance of 
reducing dependence on foreign sources of energy. 


They agreed that intensive programs of conservation, 
substitution among energy sources, and R&D for new 
energy technologies be pursued. 


In addition, they agreed to collaborate in accelerating 
major energy developments wherever appropriate. 


B. Actions Taken to Implement the Commitment (s) 


In addition to those set out below, the November 16th federal 
budget contains specific new measures which should assist the 
energy sector (See Secticn2, Demand Management Policies). 


I - Commitments to Reduce Dependence on Foreign Sources 


of Energy and Acceleration of Major Energy Projects 


l. Joint Federal-Provincial Actions 


i) Lower Churchill. Development Corporation™='*1t 
is expected that this Corporation will be 


established by the year end. It will carry out 
the economic and financial feasibility studies 
which are a prerequisite to a decision to 
proceed with development of the Gull Island 
hydro site. 


ii) Maritime Energy Corporation - Agreement in 
principle has been reached between the 


New Brunswick, Nova Scotia, Prince Edward 
Island and federal governments to establish this 
Corporation to co-ordinate electrical develop- 
ment in the Maritime provinces. However, 
detailed conditions for joint participation 

in the Corporation and, in particular, for > the 
incorporation into it of the LePreau Nuclear 
Unit, are still being discussed. 


Aa) 


iv) 
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Bay of Fundy Tidal Power - The Minister of 


Energy, Mines and Resources has accepted the 
Fundy Tidal Power Review Board's recommendations 
for studies of a site in Cumberland Basin. 
However, a decision to proceed further is 
subject to agreement that the Maritime Energy 
Corporation will undertake the feasibility 

study for this site (estimated at $33 million). 


Eastern Canada Natural Gas Pipeline - Two 
applications related to this project are 

before the National Energy Board. The National 
Energy Board will likely deal with these 
following completion of its current gas supply 
and requirements hearings. The federal and 
provincial governments are generally supportive 
of the greater use of natural gas in Quebec and 
its extension to the Maritimes. However, the 
specifics of pricing arrangements have yet to 
be worked out. 


2. Federal Actions 


1) 
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government in this Budget announced a new 
depletion incentive for heavy oils and oil sands. 
This allows certain assets) used in heavy oil 
recovery projects to earn a 50% rate of 
depletion up to a new ceiling of 50% of total 
income, not just resource income. 


Petroleum Administration Act - Revisions to 
this Act were passed in April 1978 to provide 
for a levy of 10 cents per barrel of oil 
consumed in Canada with the related receipts 
to be used to provide the world oil price to 
Syncrude and to other oils sands and heavy 
oil projects. 


Other projects in the preliminary stage 
of development include: 


a. Donkin Coal Mine - Subject to a feasibility 
study to be completed by year end, the 
federal government has agreed in principle 
to the development of a new undersea thermal 
mine in the Donkin area of Cape Breton, by 
the Cape Breton Development Corporation. 


b. Arctic Pilot Project - This is a Petro 
Canada proposal to ship 250 million cubic 
feet a day of liquified natural gas by LNG 
ice-breaker tankers from Melville Island 
in the Arctic to a port near Quebec City 
or on the East Coast. 


c. Polar Gas Project - This proposal 1s),to 
transport 2.1 Billion cubic-feet' a day of 


natural gas from Melville Island in the 
High Arctic to southern Canadian markets. 


d. Dempster Highway Pipeline - This project is 


to link the Mackenzie Delta gas reserves to 
the proposed Alaska Highway Pipeline at 
Whitehorse. 


II - Commitments towards Conservation, Inter-Energy 
Substitution and R&D 


At the February Conference, First Ministers emphasized 
the importance of proceeding with conservation 
initiatives, the substitution of the more abundant 

for the scarcer energy sources, energy R&D and the 
application of new energy technologies. 


Joint Federal-Provincial Actions 


i) Energy R&D Survey - The Department of Energy, 


ii) 


Mines and Resources maintains this survey of 
energy R&D projects across Canada, based on 
information supplied by provincial governments. 
It serves as a valuable co-ordinating mechanism 
ensuring that there is no undue duplication 

of energy research projects. It also identifies 
gaps in research efforts. 


Federal-Saskatchewan Heavy Oil Program - A 


federal-provincial agreement on this program 

was completed prior to the February Conference. 
Since then, the two governments have completed 
arrangements with companies for the initiation 

of several projects directed toward the development 
of more effective means of recovering oil from 

the Saskatchewan heavy oil areas. 


iii) Summerside, Prince Edward Island, Fluidized-Bed 
Combustion 


This technology may lead to a more efficient 
and environmentally acceptable use of low- 
grade or high-sulphur fuel. It includes, as 
well, the design of Canada's first experimental 
power production from coal and biomass at the 
Department of National Defence Summerside 

Armed Forces base. The first of the four 
phases, which will see the new plant ready 

in the 1980-81 heating season, is now completed. 
The federal and Prince Edward Island governments 
are co-operating on this project. 


Federal Actions 


An additional $15 million in supplementary federal 
funding for energy research and development was 

added this year to the federal government's R&D 
program, to bring the total annual expenditure to 

$145 million. Incremental funding is being 

directed primarily to R&D on renewable energy 
resources, conservation and inter-energy substitution, 
particularly the substitution of coal for oil and 

gas. 


C. Other Related Actions 


1 


Federal Actions 


The following actions, while not directly related 
to the February Conference, represent progress 
towards the commitments made at that time. 


i) Renewable Ener and Conservation Program - 
This new program, to cost $380 million over 
five years was announced on July 4, 1978. It 
is designed to encourage the use of wood as a 
source of energy in the forestry industries and to 
establish a strong Canadian industry in the 
manufacture of solar heating systems. An 
important element of the new program is the 
establishment of federal-provincial agreements 
to demonstrate promising technology in 
conservation and renewable sources of energy. 
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ii) Sarnia-Montreal Pipeline - The federal 
government has set a throughput target for 
delivery of Western Canadian crude oil into 
Montreal, at an average of 315,000 barrels 
daily. This rate could be close to achievement 
by the end of 1978. It is one of the important 
initiatives taken to reduce dependence on 
foreign sources of energy. 


7. INDUSTRIAL RESEARCH AND DEVELOPMENT 


A. Commitment(s) Agreed to in February by First Ministers 


Joint steps will be taken to improve tax incentives or 
credits to industry for research and development, the 
expansion of employment opportunities in these areas, 
and increased dissemination and application of existing 
technology. 


B. Actions Taken to Implement the Commitment (s) 


le Joint Federal-Provincial Actions 


An Industrial Research and Development Conference 
at the ministerial level was held on November 8, 
1978 to review the current state of industrial R&D 
in Canada. At this meeting ministers agreed: 


ay 


11) 


ii) 


iv) 


to recommend to Finance Ministers and First 
Ministers that tax measures are well suited to 
encourage the private sector to perform 
industrial R&D, that consideration should be 
given to extending tax incentives for R&D to 
other stages of the innovation process, and that 
in devising tax incentives, special consideration 
should be given to encouraging Research and 
Development by small firms. 


procurement ought to be used to promote and 
strengthen research intensive industries and 
that a sub-committee of the working group on 
procurement established by Industry Ministers 
should be set up to examine the matter; 


to encourage closer co-ordination between the 
National Research Council and each of the 
provinces to enhance the operation of the 
Technical Information Service (TIS); 


on the importance of the concept of Centres of 
Excellence, on the need to discuss them further, 
and on the role which Industrial Innovation 
Centres could play in the transfer of technology; 


v) 


vi) 


to endorse the extension of the Scientific and 
Technical Employment Program for another fiscal 
year, and to investigate the supply and demand 
of scientific personnel; 


that the Ministry of State for Science and 
Technology (MOSST) should, after consultation 
with provinces, propose an action plan with 
respect to the identification of industrial 
R&D goals and suitable mechanisms to encourage 
and stimulate the private sector. 


2. Federal Actions 


i) 


ia) 


Federal tax incentives to industry for Research 
and Development were announced in the federal 
budgets of April 10 and November 16, 1978 (see 
Section 2, Demand Management Policies) ; 


A $5.5 million Scientific and Technical Employ- 
ment Program (STEP) has been initiated. The. 
Minister of State for Science and Technology 
also announced on June 1, 1978 the allocation 
of $28.7 million to assist the development of 
Centres of Excellence, Industrial Innovation 
Centres, extension of STEP, and other programs. 


8. TRADE AND INDUSTRIAL POLICY 


A. Commitment(s) Agreed to in February by First Ministers 


Canadians should be encouraged to buy Canadian-produced 
goods where quality and price are comparable to imports. 
A joint federal-provincial advertising campaign based on 
the slogan "Create a Job: Buy Canadian" should be 
developed in an overall program of imports replacement. 


Canada should continue to conduct negotiations under the 
General Agreement on Trade and Yariffs (GATT) with the aim of 
achieving positive net benefits to Canada and a balance 

of benefits and costs which reflects the interest of all 
provinces. 


The federal government will continue to keep provinces 
informed on progress of GATT negotiations and will consult 
with them as soon as possible on matters of their concern. 


There was general agreement that continued growth in 
exports is important and that Canada should seek to 
expand them through reduction in tariff and non-tariff 
barriers, particularly for the export of processed raw 
materials, recognizing that some price has to be paid 
for such greater access in terms of allowing access to 
the Canadian market. 


There was general agreement that new arrangements 
resulting from trade negotiations will require some 
adjustment for particular industries. Governments should 
move with dispatch to indicate the type of assistance for 
such adjustment which will be available. The process of 
adjustment would be facilitated if changes in tariff 
policy were introduced gradually. 


Efforts should continue to be made to expand export 
opportunities for agriculture and fishing products, 
machinery and equipment and petrochemicals, and to 
increase Canada's share of auto production and 
investment. 


B. Actions Taken to Implement the Commitment (s) 


a. Multilateral Trade Negotiations (MTN) 
1. Federal Actions 


The federal government has continued to participate 
actively in the MTN which are now in the final stages. 
The February discussion included the need to inform 
the provinces, in confidence, of the offers available 
from other major participants in the negotiations on 
items of particular interest to individual provinces. 
This was done shortly after the First Ministers’ 
Conference. 


In addition, the Office of the MTN Coordinator has 

kept the provinces informed of the progress of the 
negotiations and has consulted with them as appropriate. 
These consultations ranged from discussions of 
particular products with one or more provinces to 
general approaches to all provinces on special areas 

of the negotiations such as the emerging codes of 
discipline on non-tariff measures and other rules 
governing international trade. These consultations 
were on an occasional and ad hoc basis, initiated as 
necessary, by either federal or provincial authorities 
and conducted by means of meetings, correspondence or 
telephone. Implementation of internationally agreed 
tariff and other changes cannot be expected to commence 
until after necessary legislative approvals (especially 
by the USA) are obtained during 1979. Federal-provincial 
consultations will continue on the MTN until they are 
completed. 


b. Shop Canadian 
1. Joint Federal-Provincial Actions 


A joint program with the provinces to promote the 
purchase of Canadian products by Canadian consumers 
and manufacturers was launched in June 1978 and is 
to continue until December 1978. 


All provinces have participated in meetings on the 
development of a Shop Canadian Program. Most provinces 
have, or are supporting promotions of their own products. 
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Federal Actions 


The federal share of the nation-wide advertising 
campaign will amount to $1.7 million in 1978. More 
than 2000 businesses have requested and have been 
supplied with the "Shop Canadian" symbol developed 
by the province of Ontario. The Department of 
Industry, Trade and Commerce (ITC) is supporting 
financially the Retail Council of Canada's efforts in 
promoting the program among retailers. 


Industrial Adjustment 
Joint Federal-Provincial Actions 


The federal and provincial Deputy Ministers of 
Industry have met on three occasions (June 28th, 
October 4th and October 26th) to discuss structural 
problems that affect industrial development and 
possible measures to overcome these difficulties. 


Bilateral discussions and communications occurred 
between officials of several provinces and federal 
officials. These discussions and the work of the 
Sector Task Forces* provided definitions of the 
problems and opportunities facing Canadian industry. 
This improved knowledge was used in the development 
of an ITC program package. At the October 26th 
meeting, the Deputy Ministers reviewed and discussed 
in detail the new ITC industrial adjustment and 
development program proposals which were announced 
bys the: Minister ofaJ7TC.onm, the. l36nh..Of, Octobera1 97S. 


A number of the new proposals include joint 
federal-provincial initiatives - Business Opportunity 
Sourcing System, Product Development Management 
Program, and Private Sector Business Councils. In 
addition, federal-provincial-industry consultations 
are continuing on several fronts including responses 
to the Tier I and Tier II Industry Sector Task Force 
Reports* and the White Paper submitted by the Minister 
of State for Small Business on ways and means to 
improve the efficiency of Canadian equity markets, 
particularly for small and medium-sized firms. 


* See Section 15, Manufacturing Policy for explanation 
of composition and role of Sector Task Forces. 
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There is federal and provincial agreement that the 
total influence of all levels of government on the 
economic environment must be taken into account in 
the economic programs for the 1980's. As a result, 
studies of subjects such as government regulations, 
competition laws and comparisons of international 
tax burdens are being undertaken by governments. 
Other initiatives include specific bilateral efforts 
on the part of the provinces and the federal govern- 
ment to reduce or eliminate program overlap in 
industrial assistance programs and to ensure more 
effective co-ordination and delivery by the provincial 
and federal field staffs on the federal-provincial 
package of industrial assistance programs. 


Federal Actions 


In Ais’ statement. of "October L3th) the Minister \oreiTc 
also announced a major shift of the department's 
industrial adjustment and development programs. The 
major changes are as follows: 


i) The Enterprise Development Program (EDP) loan 
guarantee ceiling will be increased from 
$350: million to.sis bili aon) VEoMenstremthat 
adequate term credit is available to small and 
medium-sized firms to facilitate adjustments 
required to take advantage of changing 
competitive conditions. 


ii) To encourage industries to undertake high risk 
research, design, and development and to assist 
smaller and medium-sized firms to establish an 
R&D capability, the government will increase the 
innovation budget of the EDP from $25 million to 
$60 million annually. In addition, the EDP cost 
sharing ratio will be changed to 75% of direct 
cost from 50% of direct and indirect costs. 


iii) $20 million per annum will be made available for 
loan guarantees designed to overcome problems 
of fragmentation and small scale, and to facilitate 
industry restructuring and mergers. Under the new 
$1 billion loan guarantee ceiling, co-insurance 
agreements are foreseen in order to reduce the 
risk to, firms, acquiring) tothers: Finally, $4 million 
will be made available annually for consulting 
studies to promote mergers. 


iv) To finance viable restructuring proposals for 
manufacturers injured or likely to be injured 
as a result of changing international trade 
patterns, a new 100% loan insurance facility 
will be established providing $20 million of 
insurance per year. In addition, $5 million 
annually will be available for direct loans to 
firms that cannot find alternative financing. 
Funds will also be provided for consulting 
assistance. 


v) To assist smaller and medium-sized firms in 
exploiting marketing opportunities in the United 
States, the Program for Export Market Development 
will be expanded to include market exploration 
in the United States. The program's funding 
limits will be increased by $2.5 million. 

In addition, the Program for Export Market 
Development (PEMD) will be further expanded by 
$5 million per year to provide for increased, 
sustained export. 


vi) To offset the risk involved in undertaking major 
capital and turnkey projects in overseas markets, 
the government will continue its efforts to make 
$100 million of re-insurance available to provide 
export risk insurance to Canadian firms, through 
the private insurance industry. 


vii) To introduce a broader range of Canadian products 
into export markets, a number of unique promotional 
projects will be undertaken in association with 
certain trade fairs and missions at an estimated 
cost of about $2 million annually. 


viii) To strengthen the management capability of smaller 
and medium-sized firms, the budget for the 
management services component under the Federal 
Business Development Bank will be increased by 
some $2.4 million. In addition, a nation-wide 
series of private sector consulting councils will 
be established where big firms can provide 
expertise and advice to smaller firms. Further, 
business service industries which invest in 
intellectual assets will be included under EDP 
innovation and adjustment assistance on the same 
basis as goods producing industries, 


ix) To ensure ready access to federal adjustment 
assistance by companies affected by the MTN, and 
to support firms in taking advantage of MTN 
related opportunities, an MTN Panel will be 
created as a specialized committee of the 
Enterprise Development Board. The Panel will 
make grants, direct loans and loan guarantees 
available under the EDP for adjustment projects. 


These changes to industrial programs form only 
part of the overall array of federal initiatives 
directed toward adapting the Canadian economy to 
changing conditions. Other initiatives include 
work aimed at making macro-economic and framework 
policies more supportive of industrial development. 


Taken together, the program measures and the 
policy initiatives constitute a comprehensive 
package to handle adjustment problems and 
opportunities in the 1980's. | 


C. Other Related Actions 
The November 16th, 1978 federal budget includes a 


number of measures which relate to Trade and Industrial 
Policy (see Section 2, Demand Management Policies). 


22. TOURISM 
A. Commitment(s) Agreed to in February by First Ministers 


First Ministers agreed to collaborate in a national 
campaign to expand the domestic tourist industry by 
increased travel promotion, by expansion and improvement 
opfaciiities: and by ninimizingthe'cost'to beth 
Canadians and foreign visitors travelling in Canada. 


B. Actions Taken to Implement the Commitment (s) 


[= Gavel Promotion 
1. Federal Actions 


The Canadian Government Office of Tourism's 

"So Much to Go For" program of 54 competitively 
priced package tours made travel within Canada more 
affordable and attractive to the Canadian public. 
Announced at the end of January 1978, sales this 
first season have exceeded projections of the 
partners: Air Canada, CP Aix, CP Hotels, and.ViA 
Rail Canada. Other measures in support of the 

same goals include domestic Advance Booking 
Charters (ABC) for air travel, improved ATC Regulations 
for air travel, much increased availability of 

low air fare capacity on domestic routes, lower 
motorcoach Canapass fares, and complementary media 
and travel trade promotion of in-Canada travel. 


II - Expansion and Improvement of Facilities 


1. Joint Federal-Provincial Actions 


Federal-provincial (Department of Regional Economic 
Expansion) cost-shared agreements for the expansion 
and improvement of tourism facilities have been 
developed and signed with Newfoundland, Nova 

Scotia, New Brunswick, Quebec, and British Columbia. 
Agreements with Manitoba, Saskatchewan and the 
Yukon are in the discussion stage. 
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Minimizing Cost to Canadians and Foreign Visitors 
Travelling in Canada 


Joint Federal-Provincial Actions 


The federal government proposed, in its April budget, 
to lower provincial retail sales taxes for a temporary 
period. As a consequence, in some of the provinces 
which agreed to support this initiative, costs of 
consumer goods including accommodation and meals were 
reduced. 


Federal Actions 


The federal government moved in January 1978 to 

permit domestic ABC's (Advanced Booking Charters) 

for inter-provincial travel and to encourage the use 
of ITC's (Inclusive Tour Charters) for domestic air 
travel. This reduced the cost of air travel within 
Canada and also ensured greatly increased availability 
of Charter Class Canada Fares for domestic journeys. 


Creation of an Action Task Force 


Joint ederal-Provinei ali Actions 
In keeping with the First Ministers' commitments, 
the consultative process with the private sector 
included the formation of the Tourism Industry 
Consultative Task Force (TICTF), representative of 
all components of the tourism sector, to study 
problems in the tourism industry. The TICTF report 
has now been produced and a review of its 
recommendations by all levels of government is 
underway. 


Importance of Tourism Awareness Initiatives 
Federal Actions 


Note was taken of the need to develop and cultivate 
a greater appreciation of the importance of tourism 
in Canada. In this respect, as a result of CGOT - 
Tourism Industry Association of Canada co-operation, 
films with the objective of increasing public aware- 
ness have been produced and presented to appropriate 
audiences. CGOT has also conducted seminars for 
Customs and Excise officers aimed at developing a 
better understanding of tourism and its importance 
to the Canadian economy. Finally, the importance of 
tourism was stressed in CGOT radio commercials. 
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VI - Small Business 
1. Federal Actions 


The tourism industry includes a large number of 
small businesses and these have benefitted from 
some of the small business policy measures 
announced by the federal government in the spring 
OL Lavo 


10. MANPOWER POLICIES 


A. Commitments Agreed to in February by First-Ministers 


Immediate and high priority will be given to strengthen 
Manpower training and placement programs with particular 
attention to youth, women, workers affected by lay-offs, 
disadvantaged groups and areas of high unemployment. 


Continuing attention will be given to the innovative 
use Of Unemployment Insurance funds for productive 
employment and job creation. 


B. Actions Taken to Implement the Commitments 


I- Strengthening of Manpower Programs 
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Joint Federal-Provincial Actions 


New bilateral three-year manpower training agreements 
have been signed with nine provincial governments and 
the two territories; the Quebec agreement is expected 
to be signed shortly. In the negotiation of the agree- 
ments with the provinces, there was emphasis on the 
need for higher priority to be attached to kinds of 
training programs which lead to productive jobs and 

to closer co-operation between governments on the 
setting of training priorities to enhance employability. 


Also'Oon"a joint basis, ‘there Has beén atrial 
re-orientation of Canada Works programs. Agreements 
have been signed with Nova Scotia and New Brunswick 

on the use of Canada Works funds for Forest Manage- 
ment Projects; negotiations for similar agreements are 
close to completion with British Columbia and Ontario; 
negotiations are also underway with Newfoundland and 
Prince Edward Island. An agreement to develop 
municipal infrastructure has been signed with Quebec. 


A federal-provincial meeting of Deputy Ministers with 
manpower responsibilities was held October 2, 1978; 
it was followed by a ministerial meeting on October 
ll. The agenda for both these meetings included 
recently announced changes in unemployment insurance 
and a revised employment strategy. 
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Federal Actions 


The revised employment strategy currently being 
implemented includes the introduction of Critical 
Trades Skills Shortages training for which $20 
million has been set aside for 1979-80; an 
additional $38 million has been allocated to 
institutional training for 1979-80; while $43 
million, also in 1979-80, will be provided for 
industrial training. 


The revised employment strategy introduces 
additional programs directed at youth. They are 
as follows: an additional $14 million will be 
spent in Young Canada Works in 1979 over 1978; 

a new ‘year~round Youth Job Corps. ($50 "mie ievon for 
1979-80) will be put in place, based on the Summer 
Job Corps program which was increased from $12 to 
$15 million in the present fiscal year; funding 
for Job Exploration for Students will be increased 
slightly; on the other hand, Job Experience Train- 
ing will be expanded considerably -- up to $45 
million for 1978-79 to reinstate the program, and 
$40 million in the following year from re-directed 


unemployment insurance resources plus $25 million from 


regular government expenditures, for a total of $65 
million, L9.79-86., 


The revised employment strategy also includes: 


- a Portable Wage Subsidy designed to enable 
certain groups of unemployed, including those laid 
off as a result of trade-related dislocations, to 
carry a wage subsidy with them to a new employer; 
$10 million has been set aside for 1979-80; 


- introduction of Local Economic Development 
Assistance which is designed to stimulate and assist 
local private sector employment and small business 
development; $10 million has been set aside for 
1979-80 for LEDA; 


- the Employment Tax Credit program will continue 
to be evaluated and, through administrative modifi- 
cation, will be expanded in 1979-80. 


- funding for the Local Employment Assistance 


Program, which funds long-term employment projects 
for the chronically unemployed, will be expanded 
in 1979-80. 
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An Interprovincial Working Group on Youth Employment 
was established at the meeting of federal-provincial 
Deputy Ministers with manpower responsibilities in 
March 1978; federal representation will be invited. 


Innovative Use of Unemployment Insurance Funds 


Joint Federal-Provincial Actions 


Consultations are underway between the federal 
government and provincial governments on using 
unemployment insurance funds for job creation; the 
objective at this point is the establishment of 
One pilot project in each province this winter. 


Federal Actions 


As regards use of unemployment insurance funds for 
training for 1978-79, some $35 million in additional 
funds became available as a result of 

the integration of unemployment insurance and 
training allowances; $146 million in Unemploy- 

ment Insurance funds have been approved for payment 
to trainees eligible for Unemployment Insurance 
benefits in 1978-79. 


As regards using Unemployment Insurance funds to 
respond to lay-off situations, 22 work~-sharing 
agreements have been signed to date affecting nearly 
1,000 lay-offs (19 of the 22 agreements already 
terminated). 


In 1979-80, $40 million of Unemployment Insurance 


funds will be channelled to Job Experience 
Training, 


11. AGRICULTURE 


A. 


Commitment (s) SOC) CO. lh February by First Ministers 


First Ministers placed heavy emphasis on the importance 

of agriculture and food sectors in the Canadian economy. 
They agreed to recommendations submitted to them by their 
Agriculture Ministers. Included in these policies are: 
upgrading and processing of agricultural products; buy 
Canadian food campaign; grain marketing strategy for 
Canada; agricultural research; expansion of international 
markets for Canadian agricultural products and an improved 
transportation system. 


Actions Taken to Implement the Commitment (s) 
1. Joint Federal-Provincial Actions 
1) Harmonization of Stabilization 


Following federal-provincial discussion through 
the past seven months, a proposal for the 
harmonization of stabilization programs has 
been agreed to,in principle by a majority of 
provinces. The details of this proposal, which 
was put forward by the federal government, have 
been discussed by a committee of federal- 
provincial officials. The objective of the 
proposal is to replace existing federal and 
provincial stabilization programs with new ones 
which would be financed by the federal govern- 
ment and by voluntary producer participation. 


2. Federal Actions 
i) Agriculture Canada and Industry, Trade and Com- 


merce established a task force to examine ways 
to increase the export of Canadian agriculture 


and food products. To date, seven products 

have been identified and project teams comprised 
of commodity experts have been established to 
direct efforts to increase the export of these 
commodities. The task force has visited each 
province, and provincial staff are involved on 
the project teams. At the same time the 

federal government is examining the special 
problems of export credit as they affect 
agriculture and food products. 


In addition the Minister of Agriculture met 
with a group of national farm leaders and 
government officials from Agriculture Canada 
and Industry, Trade and Commerce to discuss 
the creation of a Canadian Agricultural 
Marketing Council for agriculture and food 
products. 


ii) Transportation 


Agriculture Canada and the Ministry of Transport 
have been co-operating on studies of transporta- 
tion problems of selected commodity groups. A 
report on the distribution and costs of Maritime 
potato production was released this spring and a 
Major study of the problems associated with the 
transportation of perishable food products is 
underway. 


iii) Grain Marketing Strategy 


Concerns were raised by First Ministers, and 
proposals were subsequently made by the province 
of Saskatchewan regarding changes to the Domestic 
Feed Grain Marketing Strategy. A technical 
committee representing the Canadian Wheat Board, 
the Canadian Livestock Feed Board, the Grains 
Group of Industry, Trade and Commerce and 
Agriculture Canada has been established to 
examine the technical aspects of changes in the 
formula which is used to calculate the price of 
feed grains in relation to the price of imported 
corn. 


Consultants, assisted by a grains industry liaison 
committee, have been appointed to study the grain 
system operation and performance, including the 
country elevators, port terminals, car allocation 
and grain movement co-ordination. 
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C. Other Related Actions 


l. Federal Actions 


Farm Improvement Programs 


The Small Farm Development Program will come to the 
end of its legislated term on March 31, 1979. Because 
of ongoing commitments which have been made for 

SFDP staff input into agricultural development 
agreements in a few provinces, Agriculture Canada 

has been discussing with the provinces ways of 
ensuring a more orderly withdrawal of the federal 
presence. Further discussions will be held with 
provinces shortly. 
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FISHERIES 


A. 


Commitment(s) Agreed to in February by First Ministers 


First Ministers agreed that all governments move quickly 
to maximize Canada's economic potential arising from 

the implementation of the 200 mile limit and that greater 
provincial involvement in policy development should be 
launched concerning fleet development, onshore produc- 
tion facilities, harbour and wharf improvements, 
marketing development and training of personnel. 


Actions Taken to Implement the Commitment (s) 
1. Joint Federal-Provincial Actions 


(i) A meeting of senior federal and provincial 
Atlantic fisheries officials was held on 
May 11, 1978 to discuss in detail Canada's 
positions to be taken at the May 1978 
International Northwest Atlantic Fisheries 
Commission (ICNAF) annual meeting. 


(ii) Meetings of the Federal-Provincial Atlantic 
Fisheries Committee (a committee of Deputy. 
Ministers) were held on July 12 and September 
13 to discuss, among other things, a number 
of issues and concerns identified at the 
February First Ministers' Conference on the 
Economy. Items discussed related to con- 
Sultative mechanisms, fisheries management 
responsibilities and strategies and various 
other fisheries issues of concern to the 
Atlantic provinces and/or the federal govern- 
ment. These issues were also discussed by 
the federal and provincial Atlantic Fisheries 
Ministers on November 10, 1978. 


2. Federal Actions 
(i) Maximization of the 200 Mile Limit Potential 
re ee UN SS ee OCC rae 
Consistent with the commitment made at the First 
Ministers' Conference to maximize Canada's economic 


potential arising from the implementation of the 
200 mile limit, the federal government has developed 


a number of specific initiatives which are 
currently being reviewed for their financial 
implications as part of a proposed integrated 
development plan for the Atlantic fisheries. 
These proposed initiatives include: 


(a) 


(b) 


(ets) 


(d) 


(e) 


Infrastructure Improvements: fish 
handling and distribution systems, fish 
chilling and cold storage facilities and 
saltfishing processing, storage and 
shipping facilities, 


Promotion and Market Development: 
Promotion and marketing of fish in 

Canada; sales missions to selected foreign 
markets to seek commensurate benefits as 
an extension of bilateral agreements; and 
a pilot study to assess the commercial 
Viability of a special fresh fish distri- 
bution/transportation system. 


Technology Transfer: demonstration fishing 
on new grounds and for under-utilized 
species, as well as vessel, gear and equip- 
ment innovation. 


Economic and Financial Performance Monitoring: 
to enable the continued assessment of costs 
and earnings of primary and secondary 
industry in the fisheries sector, and to 
perform cost/benefit assessments. 


Management Programs: an increased level of 


funding in the areas of research, surveil- 
lance and enforcement which would further 
contribute to the implementation of effective 
Management programs for offshore fisheries. 
Included in these are such items as ship 

and aircraft patrols, information systems 
and radio communication centres, licence 
administration units, biological analyses, 
stock resource assessment, etc. 


(£) Lobster Fishermen Compensation Program: 
the objective of this program is to 
eliminate inefficient lobster fishing 
activity (over a 3-year period), with 
the intent of increasing economic 
returns to those fishermen remaining 
in the lobster fishery. 


(ju) Fisheries Consultative framework 


The Department of Fisheries and Oceans 
prepared an extensive catalogue of forums 
relevant to existing consultative mechanisms 
in use between the federal government, 
provinces, and the industry. This under- 
taking provided a necessary initial step 

by bringing into perspective the wide 
dimensions of the existing "consultative" 
framework. This document was tabled at a 
Federal-Provincial Atlantic Fisheries 
Committee meeting of Deputy Ministers. 
Subsquently the subject of consultation was 
discussed as an agenda item at the November 
10 meeting of Atlantic Fisheries Ministers. 


C. Other Related Actions 
l. Federal Actions 
British-Columbia Salmonid Enhancement Program 


This is a program which will, over time, greatly 
enhance the production of the salmon fishing industry 
on the West Coast. Negotiations started on this 
matter in February 1978 and several meetings at the 
seftrior officials' level have taken place, In adaLtron, 
federal and British Columbia Fisheries Ministers met 
September 15, 1978, to develop an agreement covering 
the specifics of the program. This agreement is 
ready for signature by Ministers. The program will 
be funded jointly by the federal government ($150 
million) and British Columbia ($7.5 million). 


13. FORESTRY 


A. Commitment(s) Agreed to in February by First Ministers 


Governments agreed to: the importance of R&D 
programs, greater technology transfers, and moderni- 
zation of capital plant and equipment in forest- 
based industries; 


- co-operate towards the control of the spruce 
budworm and other harmful infestations; 


- the importance of continuing silviculture 
reforestation programs, and to study the 
possibility of reorienting Canada Works programs 
in “Nat’alreceron; 


- the importance of continuing silviculture; 


- continue federal-provincial co-operation on 
forest management. 


B. Actions Taken to Implement the Commitment(s) 
1. Joint Federal-Provincial Actions 
i) Canada Works Funds for Forest Management 


Agreements have been signed with New Brunswick 
($9.6 million - federal) and Nova Scotia 

($15.9 million - federal) on the use of Canada 
Works Funds for forest management projects. 
Proposals have been received from British 
Columbia, Newfoundland, Ontario and Prince 
Edward Island. Some discussions have been held 
with Manitoba, Saskatchewan and Alberta. 


The economic development package announced in 
September by the federal government includes 
$50-million earmarked for the development and 
expansion of similar federal-provincial 

agreements in the resource sector. The Department 
of Regional Economic Expansion (DREE) has been 
designated as the lead federal co-ordinating 
agency and appropriate funds will be transferred 
from the Canada Employment and Immigration 
Commission (CEIC). 
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id) Timbers Salvages— Atlantic 


The Nova Scotia Agreement includes funds for 
salvaging timber damaged by insects, while 
the proposal for Newfoundland includes a 
smaller salvage program as part of a larger 
forest management program. 


Lai) Pucther, fores ry. Ministers’ Consultations 


The British Columbia Minister of Forestry was 
host and chairman of a Forestry Ministers' 
meeting September 27-28, 1978. The agenda 
included new developments in provincial 
forestry agreements, the federal restraint 
program and the role of the Canadian Forestry 
Service. The next meeting of Forestry 
Ministers is proposed to be held in conjunction 
with the Canadian Council of Resource and 
Environment Ministers" meeting scheduled 

for June.1979 ain British Columbia, 


iv) Co-ordinated Spruce Budworm Research 


The federal government and the provinces 

are co-operatively planning and co-ordinating 
the Canadian research program on spruce 
budworm with that of the United States. 


2. Federal Actions 


The November 16th federal budget contains several 
provisions which should have a positive impact 

on the forestry sector (See Section 2, Demand 
Management Policies). 


C. Other Related Actions 


1. Federal Actions 


id) Federal-Industry Consultation 


A meeting between the Minister and ten key 
forest industry leaders took place on 
September 19, 1978, in Ottawa. The agenda 
included federal initiatives in forestry, 
forestry management, research and development, 
wood product code and standards, problems 

of the industry and public perception about 
the forest resource and its importance to 
Canadians. 
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ii) Forest Products Sector Task Force 
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A report by the Industry, Trade and Commerce 
Department (ITC) organized Sector Task 

Force on the Canadian Forest Products Industry 
has been received and is being analyzed. Its 
specific recommendations deal with taxation, 
resource management, federal assistance programs, 
pollution abatement, energy, transportation, 
research, market development, competition 

policy and labour management relations. 


Transportation 


Recent studies by the Canadian Transport 
Commission dealing with forest product 
transportation have been reviewed in the 
Department of the Environment. Officials 

of the two agencies have agreed ona 
co-operative approach in assessing transportation 
problems, with the Department of the Environment 
in the lead role. The creation of a federal- 
provincial-industry task force to better define 
the problem was suggested at the September 
Forestry Ministers' meeting, and in the very 
near future the Department of the Environment 
will be formally soliciting provincial and 
industry participation and assistance. 


14. 


HOUSING 
A. Commitment(s) Agreed to in February by First Ministers 


First Ministers agreed: that ministers responsible for 
housing should examine the provinces' proposal for 
global funding of housing programs; to increase the 
rate of housing production for those in greatest need; 
to make the greatest possible use of private capital 

to finance housing production; to simplify rules 
governing federal and provincial housing and community 
services program operations; and to simplify federal 
housing programs. 


Actions Taken to Implement the Commitment(s) 
1. Joint Federal-Provincial Actions 


Federal and provincial officials jointly developed 
global funding and operating agreements for housing 
programs. 


A new low-income program has been agreed to between 
the federal and provincial governments. The program 
will use private mortgage financing. 


The operating agreements governing the low-income 
housing programs simplify program operations by 
deleting duplication of administration. 


2. Federal Actions 


A target of 30,000 low-income housing units per 
year was set by the federal Minister. 


11978, che policy of utilizing private market 

funds was expanded to include low-income housing. 
This initiative was adopted in part, from the success 
Over the last two years of this policy for moderate- 
income housing. 
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C. Other Related Actions 
l. Federal Actions 


Amendments to the National Housing Act will soon 
be introduced in the House of Commons. The 
amendments respond to provincial requests for 
legislative changes which will permit private or 
provincial lenders or insurers, to make loans 

under the new low-income program. As well, the 
amendments would permit provincial housing agencies 
to participate under the program, without forming 
themselves into non-profit corporations. 


15- MANUFACTURING 


A. Commitment(s) Agreed to in February by First Ministers 


First Ministers agreed to seek out the active involve- 
ment of the private sector (including business and 
labour) in federal-provincial discussions on specific 
development programs tailored to the particular 
requirement of each of the manufacturing sectors. 


Actions Taken to Implement the Commitment(s) 


I 


Atel § 


= Endustry Sector Consultations 


Joint Federal-Provincial Actions 


The Minister of Industry, Trade and Commerce (ITC), 
after contact with the provinces, set up 22 (Tier I) 
industry sector working groups (plus one on tourism) 
to explore their respective sectors and recommend to 
governments (federal and provincial) actions that 
should be taken to improve the economic performance 
of the industry. 


While the sector task forces were chaired by 
industry nominees and included mainly industry and 
labour representatives, federal and provincial 
government officials also participated. In the 
case of the provinces, they were all represented 
on those committees which were of interest to them, 
with the exception of Alberta. All groups completed 
their deliberations in June and submitted their 
final reports to ministers in late summer. Each 
report included many recommendations for action by 
both the federal government and the provinces, and 
to a lesser degree, by industry. 


Second Tier Committee (Tier BI} 
Federal Actions 


The Minister of ITC also set up an umbrella 
committee, made up of industry and labour 
representatives, to review the conclusions and 
recommendations of the sector task forces' reports 
and to bring together the main elements common to 
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most of them. Officials of the federal and 
provincial governments were involved only as 
observers at this stage of the consultations. 

The Second Tier Committee presented its report to 
the federal and provincial Industry Ministers, and 
to the general public, on October 23, 1978. Most 
of its recommendations were addressed to the 
federal and provincial governments and related to 
Changes proposed for such framework policies as 
taxation, manpower, labour, etc. 


Response to Recommendations Made by the 


Study Groups and the Second Tier Committee 


Joint Federal-Provincial Actions 


A federal-provincial meeting of Deputy Ministers 

of Industry was held on October 26, 1978 for the 
purpose of determining how governments might deal 
with the many recommendations addressed to them. 

It was generally agreed that all governments should 
respond quickly and in a substantive way to the 
recommendations of both Tier I and II reports. 


At the subsequent November 7 ministerial meeting, 
the federal government provided a detailed initial 
response (see section below). Some provinces 
indicated need for more time to study the federal 
reaction before venturing their own. The federal 
and provincial ministers agreed that all govern- 
ments should make substantive responses to the 
sector recommendations before February 1, 1979. 
Meanwhile, they agreed on a ten-page communiqué to 
be sent to First Ministers for consideration at 
their November Conference. In it ministers agreed 
tos 


- have their Deputies hold intergovernmental 


consultations by the end of January with a view 
to reviewing governments' responses and to 


developing an effective mechanism to ensure 
governments' reactions to all the recommenda- 
tions. A ministerial meeting would follow; 


- the necessity of continuing a consultative 
process with labour and industry; 


a 


- recommend to their colleagues and to First 
Ministers a number of agreed positions on the 
following issues identified by the Second Tier 
Committee: government regulations, trade and 
the MTN, manpower policies and labour relations, 
taxation, research and development, public 
procurement and industry rationalization. 


Federal Actions 


At the November 7 federal-provincial meeting of 
Ministers of Industry, the Minister of ITC tabled 

a federal document entitled "Action for Industrial 
Growth - A First Response". In the first section, 
that document provided a summary of federal 
initiatives related to industrial development since 
the Conference. These included such action as DREE 
Tourism Development Agreements, new allocations for 
shipbuilding and drydocks, DREE Industrial Develop- 
ment Supplementary Agreements, renewable energy 
initiatives, and in respect to the automotive 


industry, the Ford grant (funded jointly with Ontario) 


and the Reisman study. Regarding the framework 
policies, federal initiatives included measures in 
the fields of taxation, environmental protection, 
transportation, trade, competition, procurement and 
labour policies, R&D, marketing initiatives, 
industrial support programs and small business 
assistance. The second section of this document 
provided a first set of responses to the industry 
sector recommendations. 


The November 16th federal budget also contains 
several proposals which will affect positively the 
manufacturing sector (See Section 2, Demand Manage- 
ment Policies). 


LG. 


REGIONAL POLICIES 


A. 


Commitment(s) Agreed to in February by First Ministers 


First Ministers strongly affirmed the importance of 
reducing regional disparities and the continuing need 
for review and expansion of programs for regional 
development, based on the longer-run economic develop- 
ment potential and transportation requirements of 

each province and region. 


It was agreed that DREE should continue to be a major 
federal agency for these purposes. 


Actions Taken to Implement the Commitment (s) 


ds 


Joint Federal-Provincial Actions 


Under the umbrella of the General Development Agree- 
ments, a total of 77 subsidiary agreements had 
been..signed.as, of February ., 1978....During the 
period February 1, 1978 to October 314) 2970.13 

new subsidiary agreements and 13 major amendments 


to existing agreements were signed with the pro- 


vinces. 


The total commitments under the 13 new agreements 
is approximately $693 million, of which the federal 
share is $447 million and the provincial share 

$246 million. The major amendments to the existing 
agreements involve additional funding of $125 
million by the federal government and $65 million 
by the provincial governments, The total of these 
new commitments made by the federal government 
under the subsidiary agreements amounts to $572 
million since the February, 1978 First Ministers' 
Conference. 


Federal Government Actions 


On September &, 1978 the Minister of Finance and 
the President of the Treasury Board announced a 
series of reductions in planned expenditures for 
1979-80 and a reallocation of funds from existing 
programs to new priorities. The reallocation of 
funds included $300 million for increased spending 
on economic development, $65 million of which was 
earmarked for increased support to tourism and 

the resource industries, particularly agriculture, 
forestry and mining. The bulk of this increase is 
to be provided under the General Development 
Agreements. 


ANNEX 


FEDERAL-~PROVINCIAL CONFERENCE 
OF 


FIRST MINISTERS 


Conclusions 


of the Conference 


Ottawa 
February 13-15, '1978 


The First Ministers of Canada's eleven governments 
have arrived at far-reaching agreement in a large number 
of economic matters. 


Following three days of intensive meetings in Ottawa 
and two months of preparatory sectoral talks, they announced 
steps today that will: 


- facilitate the setting of economic objectives, 
- improve demand management menicranr gtr 

- foster responsible price and incomes behaviour, 
- strengthen the business investment climate, 


- and further shape trade, industry, energy, manpower 
and regional development initiatives. 


First Ministers see an expanding private sector as 
the major impetus for growth in the Canadian economy. 


After agreeing to important policy improvements, they 
outlined a list of major projects in energy, automobiles, 
transport and fisheries that can be initiated to stimulate 
economic growth. 


1. Medium-Term Objectives 


(i) It was agreed that the basic and clear objective of 
economic policy should be a sustained growth of output 
and employment, a reduction of unemployment and a 
reduction in the rate of inflation. 


(ii) The governments agreed that the expansion of jobs should 
come to the largest extent possible from business invest- 
ment in the private sector, the development of new 
sources of energy, and from a more rapid growth of 
exports than imports. The increased level of invest- 
ment necessary to be largely financed from abundant 
Canadian savings. 


(iii) Progress in the restoration of price stability is 
critically important. 


(iv) Governments recognized that action is required now 
to speed up the economic recovery which has now 
begun. In this context, setting out medium-term 
projections and targets for the Canadian economy 
is desirable and useful. 


2. Demand Management Policies 


(i) The general instruments of monetary and fiscal policy 
should be used to encourage the growth of demand 
which would bring the desired growth of output and 
employment at declining rates of inflation. 


(11) The monetary policy being pursued by the Bank of Canada 
is consistent with this objective. First Ministers 
agreed that the Governor of the Bank of Canada should 
review the objectives of monetary policy with the 
Conference of Finance Ministers on an annual basis. 


(iii) The trend of government expenditure growth should be 
held, on average, to less than the trend growth in 
the value of the G.N.P. or) provincial gross product. 
In this context, however, it was agreed that capital 
expenditures of a revenue producing nature were 
important to economic growth and development. 


(iv) Current large deficits limit the ability of governments 
to provide further economic stimulus through either 
increased spending or tax reductions. But these 
deficits should be reduced quickly as the desired 
rate of recovery is achieved. 


3. Prices and Incomes Policies 


(i) The achievement of the medium-term economic objectives 
is dependent upon sustained reduction in the rate of 
inflation of prices and costs. In the post-controls 
era, the common sense and realism of all Canadians 
must be relied upon to avoid any renewed outburst 


aha an idee vont pressures. In this regard, effective 
consultations between governments and the private 


sector would be crucial in lowering the rate of 
inflation to the target level of 34% by 1981. 
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It was agreed that the Economic Council of Canada 

in addition to its present statutory functions be 
requested, if feasible, to assume the responsibility 
for analyzing price and cost developments for a 
limited post-control period. Its functions would be 
to inform the public and draw public attention to the 
national economic objectives. It would also have a 
research and educational role in the improvement of 
DrOocuceilvity. 


The level of total compensation paid to public employees 
should not lead the private sector. It was agreed to 
establish a mechanism for the exchange of compensation 
information among governments and to continue consult- 
ations on practices in this important area. 


Business Environment 


(1) 


(iii) 


(iv) 


(v) 


The burden of government regulation on the private sector 
should be reduced and the burden of overlapping federal 
and provincial jurisdictions should be eliminated. 
Procedures will be instituted to review the effects of 
regulatory action on jobs and costs. First Ministers 
agreed that the whole matter of economic regulation at 
all levels of government should be referred to the 
Economic Council for recommendations for action, in 
consultation with the provinces and the private sector. 


Foreign investment is welcome in Canada /wherever it 
is consistent with national or provincial objectives/. 


The federal-provincial corporate tax structure appears 
to be internationally competitive and must remain so. 


Finance and Resource Ministers will undertake an early 
review of the taxation of the petroleum and mineral 
industries. 


Joint steps will be taken to improve tax incentives or 
credits to industry for research and development, the 
expansion of employment opportunities in these areas, 
and increased dissemination and application of existing 
technology. 


Trade and Industrial Policy 


(1) 


Canadians should be encouraged to buy Canadian-produced 
goods where quality and price are comparable to imports. 
A joint federal-provincial advertising campaign based 
on the slogan "Create a Job: Buy Canadian" should be 
developed in an overall program of import replacement. 


(ii) 


(iia) 


(iv) 


(v) 


(vi) 


Canada should continue to conduct negotiations in 
GATT with the aim of achieving positive net benefits 
to Canada and a balance of benefits and costs which 
reflects the interests of all provinces. 


The federal government will continue to keep provinces 
informed on progress of GATT negotiations and will 
consult with them as soon as possible on matters of 
their concern. 


There was general agreement that continued growth in 
exports is important and that Canada should seek to 
expand them through reduction in tariff and non-tariff 
barriers, particularly for the export of processed 

raw materials, recognizing that some price has to be 
paid for such greater access in terms of allowing 
access to the Canadian market. 


There was general agreement that new arrangements 
resulting from trade negotiations will require some 
adjustment for particular industries. Governments 
Should move with despatch to indicate the type of 
assistance for such adjustment which will be available. 
The process of adjustment would be facilitated if 
changes in tariff policy were introduced gradually. 


Efforts should continue to be made to expand export 
Opportunities for agriculture and fishing products 
machinery and equipment and petrochemicals, and to 
increase Canada's share of auto production and 
investment. 


6. Manpower Policies 


(i) 


(act) 


Immediate and high priority will be given to strength- 
ening manpower training and placement programs with 
particular attention to youth, women, workers affected 
by lay-offs, disadvantaged groups, and areas of highest 
unemployment. 


Continuing attention will be given to the innovative 
use of Unemployment Insurance funds for productive 
employment and job creation. 
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Regional Policies 


(1) First Ministers strongly affirmed the importance of 
reducing regional disparities and the continuing need 
for review and expansion of programs for regional 
development, based on the longer-run economic develop- 


ment potential and transportation requirements of each 
province and region. 


(ii) It was agreed that DREE should continue to be a major 
federal agency for these purposes. 


Energy 


(i) First Ministers strongly affirmed the importance of 
reduced dependence on foreign sources of energy. 


(ii) They agreed that intensive programs of conservation, 
substitution among energy sources, and R&D for new 
energy technologies be pursued. 


(iii) In addition, they agreed to collaborate in accelerating 


major energy developments wherever appropriate. 


Agriculture 


First Ministers placed heavy emphasis on the importance 
of agriculture and food sectors in the Canadian economy. 
They agreed to recommendations submitted to.them by their 
Agriculture Ministers. Included in these policies are: 
upgrading and processing of agricultural products; buy 
Canadian food campaign; grain marketing strategy for Canada; 
agricultural research; expansion of international markets 
for Canadian agricultural products and an improved transport- 
ation system. 


Tourism 


First Ministers agreed to collaborate in a national 
campaign to expand the domestic tourist industry by increased 
travel promotion, by expansion and improvement of facilities, 
and by minimizing costs to both Canadians travelling at home 
and foreign visitors. 
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Fisheries 


First Ministers agreed that all governments must 
move quickly to maximize Canada's economic potential 
arisingfrom the implementation of the 200-mile limit 
and that greater provincial involvement in policy 
development should be facilitated. For example, 
initiatives should be launched concerning fleet develop- 
ment, onshore production facilities, harbour and wharf 
improvements, marketing development and training of 
personnel. 


FOLGScUry 
Governments agreed to: 

1. the importance of R and D programs, greater technology 
transfers, and modernization of capital plant and 


equipment in forest-based industries; 


2. cooperate towards the elimination of the spruce 
budworm and other harmful infestations; 


3. the importance of continuing silviculture re- 
forestation programs, and to study the possibility of 
reorienting Canada works programs in that direction; 


4, continue federal-provincial cooperation on forest 
management. 


' Housing 


First Ministers agreed: 


(i) that ministers responsible for housing should examine 
the provinces' proposal for global funding of housing 
programs; 


(ii) to increase the rate of housing production for those 
in greatest need; 


(iii) to make the greatest possible use of private capital 


to finance housing production; 


(iv) to simplify rules governing federal and provincial 
housing and community services program operations; and 


(v) to simplify federal housing programs. 


ee Manufacturing Industries 


First Ministers agreed to seek out the active involve- 
ment of the private sector (including business and 
labour) in federal-provincial discussions on specific 
development programs tailored to the particular require- 
ments of each of the manufacturing sectors. 


Agreement on follow-up arrangements will be added to 
this summary of conclusions. 


MAJOR CAPITAL PROJECTS 


The Federal Government and Provinces involved agreed on an 
investment and job creation to include the following projects: 


Energy 


1. Gull Island Hydro First Ministers today tabled a 
joint press release by Premier 
Moores of Newfoundland and the 
Federal Minister of Energy, 

Mines and Resources concerning 

the establishment of the lower - 
Churchill Power Development 
Corporation that will deal with 
engineering, marketing, financing | 
and construction of the Gull Island 
Hydro project. 


2. Incentive Package The federal and Saskatchwean govern- 
for Non-Conventional ments in conjunction with the 
Orv private sector would jointly par- 
ticipate in the development of a 
heavy oil upgrading facility in 
Northwestern Saskatchewan. 


These two governments also agreed 
to coordinate their tax and 
royalty structures to provide 
inducements for the development 
of enhanced recovery projects. 


The Federal Government and Provinces involved agreed that 
priority attention be given to accelerate consideration of 
the following major projects: . 


1. Maximize benefits from Federal and provincial govern- 
new 200-mile fisheries ments will adopt programs and 
Limit. _ measures to ensure the preserv- 


ation.of-fishing stocks and the 
adequacy of the fishing fleet 

and on-shore processing and support 
facilities including the prospect 
of modernizations throughout the 


industry. 

2. Expansion of grain Alternatives for grain storage 
storage facilities and grain handling at Port of 
at Prince Rupert. Prince Rupert. 

3. Increased automotive Federal and provincial govern- 
industry investment. ments will provide incentives 


and take measures to ensure that 
the proportional share of the 
increasing investment in new 
plant for the automobile industry 
takes place in Canada. 


4, Opening of New Cape DEVCO is presently evaluating a 
Breton Coal Mine new coal mine at Donkin, which 
would produce an estimated 1.6-2.0 
million tons/year, cost an 
estimated $100 million, and employ 
up to 1,000 workers. 


5. Natural gas pipeline The government of Canada will 
to eastern Canada. encourage the application for a 
natural gas pipeline extending 
eastward from Cornwall to the 
Maritimes with initial construction 
Sayan Meg fe 


6. Fundy Tidal Power N.S., N.B. and the federal govern- 
ment have financed Phase I of tidal 
power study. Depending upon a 
favourable Phase I report, the three 
governments agree to proceed with 
detailed site engineering work. 
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Dempster Pipeline 


Polar Gas Project 


Tenneco Long Term 
Project 


Arctic Pilot Project 


Summerside P.E.I. 
Demonstration of Fluid 
Bed Boiler (Coal/ 
Garbage) 


Ontario Hydro-Bruce, 
Pickering, Darlington, 
Wesleyville, Atikokan 


The Foothills consortium is 
committed to filing an application 
by July 1, 1979 tor the Dempster 
extension to the Mackenzie delta. 


First stage of the application 
is now before the N.E.B. 


Tenneco would import Algerian 
LNG to terminal at Saint John, 
N.B. for vaporization and 
delivery by 66 mile pipeline to 
U.S. border. Approved by NER. 
Approval in U.S. contingent on 
Outcome of LNG import policy: 
reviews. 


Melville Island LNG (250 MMcfd) 
would be shipped to U.S. or 
Canadian East Coasts. Petrocan 
would participate. Regulatory 
applications expected in 1978. 


Atmospheric pressure combustion 
for heating plant. Inputs are 
coal and/or waste. Conceptual 
design phase. Decision to start 
design expected in 1978-79. 


The Ontario Government will continue 
to support Hydro's construction 
programme recognizing not only job 
creation but that any marginal 
surplus will find ready markets. 
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